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MEMORANDUM

TO: Select Board & Finance Committee
FROM: Anthony Marino, Town Manager
DATE: January 21, 2020

RE: Fiscal Year 2021 Budget Message

It is with great pleasure that I submit to you the proposed operating budget for Fiscal Year (FY) 2021 for
the Town of Ipswich. It has been my honor, as your Town Manager, to work with the Select Board,
Finance Committee and all of the department heads to prepare this budget for the Town of Ipswich’s
consideration.

According to the Ipswich Charter, the Town Manager shall “No later than one hundred (100) days prior
to the Annual Town Meeting; the Town Manager shall submit to the Selectmen a careful, detail estimate
in writing of the probable expenditures of the Town Government for the ensuing fiscal year...The Town
Manager shall also submit a statement showing all revenues received by the Town in the town preceding
fiscal years and an estimate of the amount of income from all sources of revenue exclusive of taxes upon
property in the ensuing year.”

This budget indeed meets these requirements as it is balanced, and, honors the Select Boards theme and
mandate of a conservative approach to both revenues and expenses. This budget also continues our
commitment to consolidation, maintaining a commitment to resident services, public safety, and public
works, all of which fit within the Board’s strategic goals and still maintain a commitment to responsible
spending.

This budget message is in line with the Select Boards goal to increase transparency and goes well beyond
by improving communication with the public. In addition to those required sections, this budget message
also looks forward, providing insight into our long-term budget planning, and identifies emerging issues
that may impact spending and municipal operations in the coming years.

Therefore, this budget message is separated into four major categories: Revenues, Expenses, Capital
Spending, and Long-Term Financial Planning. It represents a collaborative effort of all departments. We
are proud to submit this budget as it represents hours of work by all of our department heads and staff
members.

REVENUES



The Fiscal Year 2021°s revenues are forecasted responsibly and conservatively, including local receipts,
which are estimated at levels designed to support continuous free cash. Our staff and Department Heads
meet annually before the revenue estimates are finalized and review each category and local receipt
individually, discussing market trends, past performance, and anticipated activity, making each year’s
revenue projections both a collaborative effort and produces a true and accurate estimate. Decision makers
and the public continue to have a window through which to review, analyze, and question all categories
of revenues and local receipts, continuing the practice of providing detail and ‘numbers behind the
numbers’. This budget is also posted and indexed on the town’s website, providing further access to our
projected spending of the peoples’ resources.

As in past years, our projection for state aid will not increase and is estimated level with this year’s actual
aid figure. This practice serves to insulate the town and our municipal operations from any fluctuations in
the state budget and local aid changes. We anticipate that Governor Baker will announce a proposed
increase in state aid for cities and towns at the upcoming MMA Annual Conference on January 24, 2020.

Overall property tax revenue is projected to increase by the allowable 2 2 percent in FY21, with an
increase in the estimate for new growth, the tax revenue that comes from new construction. The new
growth estimate of $295,800 ($21 Million) is consistent with the increase in new residential and
commercial construction that we have expertenced.

Local receipts are projected to remain relatively consistent in most categories; we are have budgeted a
small increase in automobile excise taxes. These figures are developed in detailed consultation with our
department heads and reflect an analysis of industry trends as well as historical performance here in
Ipswich. They will continue to be forecast well below actual proceeds, to provide a portion of the cushion
that helps create a sustainable annual free cash figure.

This budget captures and fulfills the goals and requirements of the conservative policies of the Select Board
for both revenues and expenses. It continues the practice of eschewing free cash as a funding source for
the operating budget, an approach that has drawn praise from both our auditor and financial advisor. This
practice ensures a balanced budget that is funded with recurring and not one-time revenues and is lauded
by analysts and municipal finance professionals alike.

EXPENSES

This budget reflects a commitment to preserve our resident’s quality of life by providing and maintaining
adequate financial resources necessary to sustain a sufficient level of educational and municipal services,
and to respond to changes in the economy, the priorities of governmental and non-governmental
organizations, and other changes that may affect our financial well-being, It fulfills a core value of
supporting education, public safety, and public works while working toward a balance between fiscal
responsibility and fulfillment of the Select Board’s strategic goals.

The FY21 budget:
o Continues to work within sustainable revenue sources and is balanced;

¢ Maintains the small increase in legal services spending from last year which is funded at $135,000
to cover additional legal expenses for ongoing 40B projects. Although demands for legal opinions
continue to increase with union contract and regulatory issues, we continue to utilize professional
and capable in-house resources to reduce the burden on our legal budget.



¢ Includes an increase in hours for our part-time building inspector to a full time position to cover
the increased number of building permit applications, inspections and other demands on the office.
This will improve our customer service and decrease wait times for building permits to be issued.

e The Police Department requested funding for an additional officer to handle traffic and
parking enforcement, but we were not able to accommodate that request. Similar to last year,
the Police Chief will assign a full time officer to handle traffic and parking enforcement from
May to mid-September and will augment the shifts utilizing reserve police officers. As we
see an uptick in New Growth with upcoming projects, we hope to be able to accommodate
this request in the future.

e The Ipswich Public Library budget includes a small increase to reclassify Library staff
positions and an increase of $2,000 to their Book Purchase line item in order to maintain our
state certification.

e Includes a six percent (6%) increase for health insurance through MIIA, providing funding for
the towns 65% share of the health insurance costs.

e Salary increases for most of the unions and the non-union personnel are calculated at 2 % for
FY21 with a few employees receiving market rate adjustments after a salary review was
completed.

e Trash and Recycling has an increase of 7.8 % which was negotiated in our current contract
with JRM Hauling and Recycling. Trash and Recycling costs will need to be addressed in
over the next few years as we prepare to negotiate our next contract. The increased recycling
costs throughout the industry will have an adverse impact on our future budgets, we continue
to monitor industry trends and will update the boards as we get more information.

e Annual increases in our health insurance, charges from Essex and Whittier Technical
Schools, union contracts, building and vehicle insurances, and retirement and pension
funding take up most of our 2.5% tax increase per year. This makes it difficult to honor new
requests for staffing, new software and upgrades, and other new initiatives. Moving forward
we will look at each department and see if there are any reorganizations that we can put in
place to maximize our current staffing levels.

CAPITAL D

Included in this proposal are the capital requests for FY21, as well as the updated five-year capital plan. Each
capital proposal includes a detailed project sheet outlining the specifics of each proposed purchase. This
year’s capital items are routine operational items and larger vehicle replacement expenses to be funded
mostly with free cash and hopefully Green Communities Grant funds.

With the implementation of School Dude and the new facility needs assessment that is now complete, we
have created a new five-year capital plan that ties back to the facility needs assessment report as we
repait/replace immediate needs identified in the report. Our Capital Plan takes a holistic approach to our
town-wide facility departments and how we seek to fund and implement future replacement and repairs.

Future capital project requests will include locker room upgrades at the High School, a new backhoe for the
DPW department, and new energy cfficient heating systems at our schools and town hall. With the



anticipation of Ipswich becoming a Green Community we plan to offset our HVAC replacement expenses
with their yearly competitive grant funding program.

LONG-TERM FINANCIAL PLANNING

The Select Board continues to make long-term financial stability and sustainability a priority. In addition to
their updated strategic goals, the Board has made working within the Levy and Proposition 2 2 a priority
and it guides how we decide which budget increases and capital requests are honored.

Balancing development and costs — With a recent surge of residential housing applications, the
pressures of providing roadways, clean water, and other municipal services, including education, will
become more acute. It will be important to have a funding and service delivery program and plan to
insulate the town from rising service delivery costs; the Town continues to look for ways to reduce
water consumption to ensure we have enough water for growth projections;

Infrastructure — With rising populations, the planning and implementation of infrastructure amenities
like roadway and sidewalk repairs, walking trails, and other non-traditional methods of
transportation, including expanding bus service, will be a critical planning issue.

Transparency — The Town’s ambitious effort to open its books and provide detailed, accessible
information is not available on our website using Open Gov. We worked with this vendor to present
our financial information in a clear and concise format that will allow our residents to look at and
town expenses on a monthly, and annual basis.

Health Insurance Costs continue to increase at a national average of 5-10% per year and while
Ipswich has been under that percentage over the past few years, we will need to look into more
creative, cost-effective plans and engage the MIIA to ensure we are offering health insurance that
provides quality coverage through sustainable health plans for our employees.

The facilities department will require funding for ongoing maintenance and capital projects.
Given the current budget obligations and being limited by Proposition 2 % the Town of Ipswich
will need to consider other funding options as we move forward to avoid larger emergency
expenses if we push the work off to a later date.

CONCLUSION

This budget represents many hours of hard work by several dedicated public servants and volunteers. Many
thanks to our department heads, finance staff, and numerous volunteers who collaborated on this important

work.

I look forward to detailed and engaging discussions with the Select Board and Finance Committee over the
next few months as we prepare for Town Meeting on May 12, 2020.
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OVERVIEW OF THE ANNUAL BUDGET PROCESS

The Town of Ipswich operates on a fiscal year period of July Ist to June 30th each year. The
process of preparing the annual budget takes place over seven months each year. Below is a table
of the major events that help shape the budget:

November e Operating & Capital Department budgets requested

o Department budgets reviewed by Town Manager
¢ Budgetreview meetings held by Town Manager with departments

December ¢ Town Manager and Finance Director evaluate project requests from the
& January department for the capital budget.
e Debtschedules and financial forecasts are updated to provide

context to the capital budget and the five-year capital

improvement plan.

January - e Town Manager recommends the budget to Select Board and Finance
February Committee
e Operating budgets posted to the town website
February s Select Board andFinance Committee review budgets
o School Committee prepares FY20 Budget
March- e Town Meeting Warrant approved by the Select Board
May e Budget, Warrant & Annual Town Report posted to the town website
¢ Budget completed and voted by the Finance Committee & School
May e Annual Town Meeting

o Capital & Operating Budgets presented to Town Meeting for approval

November - Departments are provided with their previously submitted five-year capital
requests for review, update, and the addition of the next fifth year. While requests generally
remain the same as in the initial request, there are occasionally changed circumstances that
necessitate alterations to the requests. This information is returned to the Town Manager.

December/January - Departmental operating budgets are submitted to the Town Manager.
Meetings are held between the Town Manager, Finance Director, and Department Heads to
discuss the details ofthe operating budget requests.

The Town Manager and Finance Director receive the compiled information and begin scheduling
meetings with the various Department Heads to evaluate the projects for the Capital Budget. The
preliminary debt schedules are updated, and various financial forecasts are completed in order to
provide context to the Capital Budget as well as the five-year capital improvement program.

January/February - The Town Manager presents his/her recommended operating budget and
financing plan for all departmental budgets to the Select Board. Weekly meetings of the Finance
Committee commence to review each department's budget and continue until Town Meeting.
These meetings are all open to the public.
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January/February- The Capital Budget is finalized within the parameters of the established
funding target. In making final decisions, the process includes a determination of actual needs
and the prioritization of need-based upon legal mandate, public safety, and the effect of deferral.
Any projects not approved for funding are typically deferred into the next budget year. In
January, the proposed capital budget is presented to the Select Board.

February-May - The Finance Committee meets with Department Heads to review their
budget and capital requests.

March/April - By the end of April, the Finance Committee and School Committee are ready to
vote on the operating budget they will recommend to the Town Meeting.

April -May - The Select Board votes on the items they will recommend to Town Meeting for
approval, including a vote to approve the "warrant" or agenda of all items to be considered
for approval by Town Meeting. This includes the annual operating budget, capital spending
requests, and any general bylaw, zoning bylaw changes, or other matters to be considered.

Annual Town Meeting - Ipswich's Annual Town Meeting is held on the second Tuesday in May
of each year in accordance with the Ipswich General bylaws. The Town Meeting is the legislative
body of the town and approves all expenditures and bylaw changes. The Town Meeting is
presided over by the Moderator, who is elected by the voters of Ipswich and is responsible for the
conduct of Town Meeting. The Moderator also appoints several boards and committees,
providing a wide and significant impact on the community and its government.

WHAT IS TOWN MEETING?

The legislative body of the Town of Ipswich is an Open Town Meeting comprised of all registered
voters, conducted under the leadership of the elected Moderator. Town Meeting has the sole
authority to appropriate funds for the operating budget and capital projects. Approval of most
spending requires a simple majority vote in favor, but capital projects, if they involve borrowing,
must be approved by a two-thirds majority. Any amendments to appropriations require the Town
Meeting vote at either a regular or Special Town Meeting. The procedures for Town Meeting are
specified in the Town of Ipswich Charter & General Bylaws.
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HOW ARE TAXES CALCULATED?

In Ipswich, the tax rate is a function not only of the total revenues to be raised by real estate taxes
(Levy Limit) but also levy exclusions.

What is a Levy Limit?

Proposition 2 % was enacted in 1980 to limit the reliance on the property tax and give the voters a
greater say in approving property tax increases. With inflation and certain costs routinely pushing the
cost of government beyond 2 %% increases, the legislature provided voters the authority to approve
increases greater than 2 4%, enabling them to consider and determine what kind of community they
want and can afford. A general override to Proposition 2 % supports the operating budget and
requires a majority vote by ballot at the Town Election to pass. Town leaders are mindful of the tax
burden and do everything possible to avoid or limit general overrides while maintaining essential
services.

There are two components to the law:

1. A levy ceiling, or the maximum levy limit, is 2.5% of the full and fair cash value of the
taxable real and personal property, as determined by the Town's assessors. This changes
as properties are added or removed from the tax roll and as market values change, but
Ipswich's Annual Tax Levy cannot exceed the Levy Ceiling.

2. The levy limit for a particular year is calculated by increasing the previous year's limit
by 2.5% and adding certified new growth and overrides. The new limit cannot exceed the
levy ceiling.

Ipswich's Annual Tax Levy= Levy Limit+ Exclusions
The Levy Limit= Prior Year Levy Limit+ 2.5%
+ (voter approved override) + New Growth

New Growth includes the additional property tax from new construction and additions to
properties; exempt real property returned to the tax roll and new personal property. In Ipswich,
we do estimate New Growth for the upcoming year, very conservatively.

This then becomes the base for calculating the levy limit for the next year. The Town's actual levy
can be any amount up to the limit. If in one year, the levy is below the limit, the levy increase in
the following year could not exceed 2.5%. The difference between the levy and the levy limit is
called the excess levy capacity.

What are Exclusions?

Taxpayers may vote to fund debt for projects and choose to exclude these payments from the
calculation of the levy limit and, therefore, from the base upon which the levy limit is calculated for
future years. Unlike overrides, these Debt Exclusions or Capital Exclusions are temporary
increases to the tax levy, lasting the life of the debt or the duration of the capital project. Exclusions
require a majority vote on the ballot and may increase the levy above the levy ceiling.
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Governmental Structure

The government of Ipswich consists of an elected five-member Select Board, a Town Manager,
numerous departments, an open town meeting, and many boards and commissions. Except for the Select
Board and School Committee all board and commission members are appointed. The Town Manager,
who is appointed by the Select Board, is responsible for the overall operation of the town, and has
appointment authority for most of the town staff (excluding schools) and most of the boards and
commissions. The remainder are appointed by the Select Board and/or the Town Moderator, except for
the constable, moderator, School Committee, and the Ipswich Housing Authority, which are elected by
registered voter residents.

Town Meeting typically meets twice per year: the Annual Town Meeting in May, and the Special Town
Meeting in October. The Town Meeting has a quorum of 200 registered voter residents.

Responsibility for the educational needs of Ipswich children rests with the elected School Committee.
Day-to-day operational responsibility is delegated to the School Superintendent. Ipswich maintains an
excellent school system, which ranks high in both state and national levels. On average, 92 percent of
graduates from the Ipswich High School pursue a college degree.

Private Sector

There are approximately 450 commercial and professional establishments in Ipswich, many of which are
small businesses.

Ipswich’s primary commercial areas are: the town center; the commercial areas on Route 133/1A north of
the Ipswich Middle/High School and east and north of the Route 133/1A intersection; and along Route 1
near its intersection with Linebrook Road. Its primary industrial areas are located near the town center: one
along Mitchell Road north of High Street, and the other consisting of the Ipswich Business Park off
Hayward Street. The town center is home to most of the town’s institutional uses, many of its retail stores
and restaurants, and its largest employer, EBSCQ Information Services.

As illustrated by the Largest Employers table on page 3, Ipswich has several businesses besides EBSCO
with significant work forces. One of them, New England Biolabs, is a successful bio-tech company that
established its headquarters in a residential area pursuant to the Town’s Great Estate Preservation
Development zoning. Over the past couple of decades, Ipswich has developed a food and spirits niche,
featuring numerous restaurants, two breweries, and two distilleries.

Community Statistics
Incorporated: 1634 County: Essex
Land Area: 33 Square Miles Public Roads: 96 miles
Population (estimated): 13,995 Workforce: 7,343 workers*
Source: US Census Bureau, 2017 Source: 2017 American Community Survey

*Includes individuals seeking employment
FY20 Tax Rate per Thousand: $14.02

Form of Government: Town Manager, Five-
FY20 Avg. Assessed Single-Family Member Select Board, Open Town Meeting
Home Value: $556,663

FY20 Avg. Single Family Tax Bill: $7,804

-1-
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Geography and Demographics

The town of Ipswich is a coastal community with approximately 33 square miles of land area, of which
one-third is salt marsh. Located on the North Shore of Massachusetts about 30 miles northeast of Boston,
Ipswich is within an hour’s drive of Boston, Lowell, and southern New Hampshire and Maine. Located
on the Newburyport-Rockport commuter rail line, the commuter station in downtown Ipswich provides
frequent service to Boston and other points south, and Newburyport to the north.

Ipswich’s population has grown slowly but steadily over the past 40 years. Ipswich was comprised of
11,128 residents in 1980; its estimated population in 2019 is 13,995. This represents a population
increase of 26% over the time period, at an average annual increase 0f 0.67%. Twenty percent of Ipswich
residents are under the age of 19, 58% are between the ages of 19 and 64, and 22% are 65 years of age
or older.

The median income of Ipswich is $80,829 for a household and $105,371 for a family.
Sources: U.S. Census; 2013-2017 American Community Survey 5-Year Estimates

Ipswich in the Region

VERMOMT NEW HAMPSHIRE
NEW Y-ORK
MASSACHWSETTS
1 :;"‘- S, 'T’)‘ﬁ,: TRy /-—:-‘ =5 ’:\i‘
Tl RHODE ISLAND'Z kK e
CONNEGTICUT ; e ~p
} PN (L
: ‘ Y \‘ . s S!‘ <
1pgd, v ). ;:’< 'rf;'\,«k ]
15 8
< o=t N AN

-



Community Profile

Employment and Payrolls

The following table lists the major categories of employment, as well as income, in 2005, 2010, and
2017. The predominant business sector is the service industry, providing 75% of all employment in 2017,
with the goods producing sector providing the other 25%. The largest employers in Ipswich are in
manufacturing (19%), trade, transportation & utilities (12%), and education & health services (12%).

Average Number of
Industry Employees
Year 2005 2010 2017
Total Goods producing 1257 1276 1477
Natural resources and mining
Selected goods (including agriculture) 117 75 64
producing employment | Construction 312 278 265
Manufacturing 828 923 1116
Total Service Providing 2887 3710 4466
Trade, transportation and utilities 695 142] 730
. Financial activities 165 147 142
Selegte?d o Professional and business services 221 224 446
providing employment - -
Education and health services 737 701 726
Leisure and hospitality 550 622 587
Total Average Monthly Employment 4144 4986 5943
Number of Establishments 435 446 450
Average Weekly Wages $846 $1,056 [ $1,298
Average Annual Wage* $43,992 | $54,921 | $67,496

*Average Annual Wage is the Average Weekly Wage multiplied by 52.
Source: Mass Employment and Wages (ES-202)

Largest Employers

Name Product/Function
EBSCO Information Services Information Services
New England Biolabs | Research
Town of Ipswich Municipal government
Ipswich Shellfish Company | Shellfish
Weir Valve manufacturer
Shaw’s Supermarket | retailer

i Approx. Number of Employees

1,015
350
150
125
110

80
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Budget Comparison

1. Includes debt costs.
2.

Property Taxes

Includes sanitation and solid waste costs.

Revenues

Property taxes are a major source of revenue for the Town. The total amount levied is subject to
certain limits prescribed by law.

State Aid Distributions

In addition to grants for specified capital purposes (some of which are payable over the life of the bonds
issued for the projects), the Commonwealth provides financial assistance to cities and towns for operating
expenses. Payments to cities and towns are derived primarily from a percentage of the State’s personal
income, sales and use, and corporate excise tax receipts, together with the net receipts from the State
Lottery. A municipality’s state aid entitlement is based on a number of different formulas, of which the
“schools” and “lottery” formulas are the most important.

Fiscal 2019 Fiscal2020 | Fiscal2021 |
 General Government | $1706696 SLT6LS4 | 1859182 |
Planning & Community $560,988 $570,664 - $300102
Development
PublicSafety 185377131 T 85372544 B TY7TE R
Public Works  $4,471,831 $4,687,133 | $4820,111
Community & Cultural $1,477,867 $1,526,072 $1,551,235 |
Services .
Benefits & Other - $5,439,527! 785,702,683 $5.639.803
Water Department . $3518027 | $3914948 $4.154.441
Wastewater Department ~ $2,556,690 _ $2,728655 | $2881,732 |
Recycling $998,323 $89,9002 TTTTUS103011

z

Total Expenditures - $24,107,080 $26,464,704 ' ! $27,247,376 (budgeted)
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History

The town of Ipswich was founded on land originally inhabited by Native American tribes, who called the
area “Agawam.” Agawam was colonized in 1633, when a group led by John Winthrop Jr. established the
settlement and named it Ipswich in honor of the merchants of Ipswich, England, financial supporters of the
Bay Colony. The banks of the Ipswich River provided an ideal location for establishing a new community.
The settlers enjoyed the advantages of fresh water, waterpower, excellent fishing, and transportation.

The small settlement prospered, and by 1646 Ipswich had nearly 800 inhabitants. The early residents of
Ipswich were farmers, fishermen, shipbuilders, and traders. By the mid-1700s bridges crisscrossed the
Ipswich River, wharfs and storehouses lined the shore of the navigable water, and a salt works, tannery and
ship building yard were in operation. Fishing was the most profitable industry on the river. The second
largest commercial operation was a thriving distillery at the town wharf. Ships from the West Indies
unloaded barrels of molasses that were rolled directly into the distillery.

Lace and stocking making developed as a home industry in the 19% century. The first stocking machine,
which had been smuggled from England, arrived in Ipswich in 1822. For several decades, small and
intermittently successful textile industries came and went. In 1868, Amos Lawrence established the Ipswich
Hosiery Mills in the old stone mill on the Ipswich River. By the turn of the century, the enterprise had
become the largest stocking mill in the country.

The industrial revolution brought a sizeable and diverse population to Ipswich as a result of its water-
powered mill industries, among them tanning, shoemaking and machine knitting. Immigrants from England,
Ireland, Canada, Poland and Greece found their way to Ipswich to work in the mills, which accounts for
Ipswich’s diverse cultural heritage.

For most of the 19" and early 20" centuries Ipswich remained a sparsely populated country town. Today,
Ipswich is well known for its early 17® century homes; fifty-eight houses in town were built prior to 1725,
the largest number still standing and occupied of any community in the country.
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Town Organizational Chart
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